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SUMMARY

This Mid-Session Review (MSR) updates
the Administration’s estimates for outlays, re-
ceipts, and the deficit for economic, legislative,
and other changes that have occurred since the
President’s 2017 Budget (Budget) was released
in February. The 2016 deficit is now projected
to be $600 billion, $16 billion lower than the
$616 billion deficit projected in February. As
a percentage of gross domestic product (GDP),
the 2016 deficit is projected to be 3.3 percent,
equal to the February projection. Going for-
ward, the MSR estimates that the deficit will
fall to 2.3 percent of GDP in 2017 and remain
below 3 percent of GDP through the end of the
10-year budget window. The MSR also shows
that the Budget’s policies achieve the core goal
of fiscal sustainability by stabilizing Federal
debt as a share of the economy and putting it
on a declining path.

BUILDING ON OUR ECONOMIC
GROWTH AND PROGRESS

When the President took office in January
2009, he faced an economy shrinking at its
fastest rate in over 50 years. Nearly 800,000
Americans lost their jobs in that month alone.
The President and the entire Administration
acted quickly to jumpstart the economy and
create jobs through the Recovery Act; rescue
the auto industry from near collapse; fight for
passage of the Affordable Care Act (ACA) to
provide quality, affordable insurance cover-
age to millions of Americans and help slow
the growth of health care costs; and secure
the Dodd-Frank Wall Street Reform and
Consumer Protection Act to help prevent fu-
ture financial crises.

Under the President’s leadership, the U.S.
economy has become an engine of job growth
and economic expansion, outpacing other ad-
vanced economies in recovery from the Great
Recession. In total, American businesses have
added 14.8 million new jobs since February
2010, including 843,000 new manufacturing
jobs—the first sustained job growth in the
sector since the 1990s. Since Qctober 2009,
the unemployment rate has been cut by more
than half. The President has made the larg-
est investments in clean energy in American

history, and America is less reliant on foreign
oil than at any peint in the previous four de-
cades. Under the ACA, health care prices have
risen at the slowest pace in 50 years, while
the rate of uninsured Americans has dropped
to its lowest level on record.

Even as the Administration made critical
investments to support economic growth, it
also succeeded in putting the Nation on a
sound fiscal path. Since 2009, Federal defi-
cits have fallen by nearly three-quarters
as a share of the economy-—the most rapid
sustained reduction since just after World
War II. Actual and projected deficits have
fallen due to three main factors: economic
growth; deficit reduction measures, includ-
ing restoring Clinton-era tax rates on the
highest-income Americans and restraint in
discretionary spending; and exceptionally
slow growth in health care costs, due in part
to the health reforms contained in the ACA
(see text box).

To further strengthen America’s long-term
fiscal outlook and the economy, the Budget
proposes $2.8 trillion of deficit reduction over
10 years, from health, tax, and immigration
reforms, and other proposals. It includes
roughly $380 billion of health savings that
grow over time and build on the ACA with fur-
ther incentives to improve quality and control
health care cost growth. The Budget achieves
more than $900 billion in deficit reduction
from reducing tax benefits for high-income
households. It also reflects the President’s
support for commonsense, comprehensive im-
migration reform, which the Congressional
Budget Office has estimated would reduce the
deficit by about $170 billion over 10 years and
by almost $1 trillion over two decades.

The policies in the Budget show that in-
vestments in growth and opportunity are
also compatible with putting the Nation’s fi-
nances on a strong and sustainable path. The
MSR demonstrates that, under the Budget’s
policies, deficits remain below three percent
of GDP while debt is stabilized and put on a
declining path for the next decade ~ key mea-
sures of fiscal progress.
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MEETING OUR GREATEST CHALLENGES:
HEALTH REFORM’S SIGNIFICANT, POSITIVE IMPACT

When the President took office, he immediately identified health care costs as one of the major driv-
ers of the Nation’s long-term fiscal challenges. In his Address to a Joint Session of the Congress in
February 2009, he called for health reform as “a step we must take if we hope to bring down our defi-
cit in the years to come.” In the months that followed, the President fought to enact comprehensive
health care reform even as the Administration took aggressive actions to bolster the economy and
help Americans get back to work.

Since the President signed the Affordable Care Act (ACA) into law in 2010, there has been significant
progress toward providing all Americans with quality, affordable health care and slowing health
care cost growth. Thanks to the ACA, 20 million more Americans have health insurance, reducing
the uninsured rate to 9.1 percent—the lowest level on record. These gains—along with reforms that
improved coverage for all Americans—are Improving access to care, health, and families’ financial
security. At the same time, the ACA's reforms to the health care delivery system are contributing to
slower growth in health care costs and improving health care quality.

We have seen prolonged slow growth in per-beneficiary health care spending in both private insur-
ance and public programs in recent years. In 2014, in both Medicare and private health insurance,
per-enrollee spending grew by less than one-third the rate seen over the preceding decade, adjusting
for inflation. While some of the slowdown can be attributed to the Great Recession and its aftermath,
there is increasing evidence that much of it is the result of structural changes, including the reforms
enacted in the ACA,

The health care cost slowdown is already yielding substantial fiscal dividends. Based on current
budget estimates, aggregate projected Federal health care spending for 2020 has decreased by $224
billion above and beyond the deficit reduction directly attributed to the ACA when it was passed.
This is a reduction of 15 percent in projected Federal health care spending in 2020. Since the 2009
trustees’ report, the insolvency date for Medicare’s Hospital Insurance Trust Fund has been pushed
back 11 years, an improvement due in large part to Medicare payment reforms enacted in the ACA.

Health care quality is also improving under the ACA. Due in part to incentives created by the law, the
number of hospital acquired conditions, such as ulcers, infections, and avoidable traumas, declined
by 17 percent from 2010 to 2014, representing an estimated 87,000 lives saved and $20 billion in cost
savings. A sharp reduction in the hospital readmission rate for Medicare patients has also resulted in
a cumulative 565,000 fewer readmissions through May 2015.

These effects will grow as the Center for Medicare and Medicaid Innovation, which was created by
the ACA, tests and scales up additional alternative payment models that incentivize quality and effi-
ciency. But, even the progress made to date marks a significant achievement in implementing reforms
to our health care system that contribute to slowing the growth in health care costs, while at the same
time providing affordable, high-quality coverage to millions more Americans.

THE PRESIDENT’S 2017
BUDGET: MEETING OUR
GREATEST CHALLENGES

Overthelast sevenyears, the Administration
and the American people have worked to re-
build our economy and ensure that it is the
strongest, most durable economy in the world.
The Budget builds on that progress. It lays
out a path to meet our greatest challenges

and secure a future that embodies America’s
values and aspirations: a future of opportuni-
ty and security for all of our families; a rising
standard of living; and a sustainable, peaceful
planet for our children. It focuses on making
sure our economy works for everybody, not
just those at the top. It focuses on choosing
investments that not only make us stronger
today, but for decades to come.
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As the American people work to continue
our economic and fiscal progress, it is critical
that the Federal Government support, rather
than impede, economic growth. That means
ending the harmful spending cuts known as
sequestration, which limit the ability to invest
in the building blocks of long-term economic
growth, like research and development (R&D),
infrastructure, job training, and education. In
October 2015, the President worked with con-
gressional leaders from both parties to secure
the Bipartisan Budget Act of 2015 (BBA), which
partially reversed harmful sequestration cuts
slated for 2016 and 2017. Because of the seques-
tration relief secured in the BBA, the President
and congressional leaders were able to come to-
gether to invest in many of the key priorities
from the President’s 2016 Budget that will help
the economy and middle-class families, includ-
ing research, job-training, early learning, clean
energy, and manufacturing.

The 2017 Budget builds on the achievements
secured for 2016. It makes critical investments
in our domestic and national security priori-
ties while adhering to the discretionary fund-
ing levels agreed to for 2017 in the BBA. Still,
not fully reversing sequestration in 2017 hin-
ders the ability to make needed investments
that are critical to building durable econom-
ic growth in the future. For that reason, the
Budget puts forward paid-for mandatory in-
vestments in R&D, education and other areas
that are critical to building that growth and
maintaining America’s edge as the leader in
innovation. The Budget also finishes the job
the past two bipartisan agreements started
by preventing the return of harmful seques-
tration funding levels in 2018 and beyond for
both defense and non-defense spending, re-
placing the savings by closing tax loopholes
and reforming tax expenditures, and with
smart spending reforms.

The Budget makes significant investments
to make technology work for us as we strive
to meet the Nation’s biggest challenges. It in-
creases investment in our transition to climate
solutions like clean energy, which will help to
grow the economy and create new jobs. It in-
vests in a new, sustainable transportation sys-
tem that speeds goods to market while reducing
America’s reliance on oil, cuts carbon poltution,
and strengthens our resilience to the effects
of the changing climate. It invests in medical
research to help develop treatments and cures

that have the potential to save millions of lives.
It also provides critical funding to ensure that
R&D keeps us on the cutting edge from manu-
facturing to space exploration to agriculture.

The Budget makes investments to ensure
that if you work hard, you have a chance to get
ahead and ensure a better fature for your chil-
dren. It invests in education, from our young-
est learners to those striving to complete col-
lege. It invests in job training to help workers
get the skills they need to secure better paying
jobs, updates worker benefits to reflect today’s
workforce and economy, and calls for a higher
minimum wage and expanded working family
tax credits. The Budget also takes new steps
to reduce poverty and reinvigorate distressed
communities. It builds on the success of the
ACA to improve Americans’ health with invest-
ments in mental health treatment and treat-
ment for opioid use disorders. It supports crimi-
nal justice reform to break the cycle of poverty,
criminality, and incarceration that traps too
many Americans and weakens communities,
The Budget also reforms the Nation’s immigra-
tion system to make American society safer and
more just, and to boost economic growth.

Economic growth and opportunity can only
be achieved if America is safe and secure. The
Budget provides the resources to address se-
curity threats wherever they arise and con-
tinue to demonstrate American leadership
around the world. It increases support for our
comprehensive strategy to destroy the Islamic
State of Iraq and the Levant (ISIL), our ef-
forts to counter Russian aggression, and our
work to defend the Nation from cyber threats.
It sustains and builds the strength of our un-
matched military forces. Because they are es-
sential to our national security, the Budget
also continues to advance the Administration’s
development and democracy initiatives to re-
duce extreme poverty, encourage broad-based
economic growth, and support democratic gov-
ernance and human rights. It also makes in-
vestments to ensure that our men and women
in uniform get the support they have earned
to succeed and thrive when they return home.

The Budget includes investments to continue
driving the President’s Management Agenda
by improving and modernizing the services the
Federal Government provides to the American
public; leveraging the Government’s buying
power to bring more value and efficiency to its
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use of taxpayer dollars; opening Government
data and research to the private sector to drive
innovation and economic growth; promoting
smarter information technology; modernizing
permitting and environmental review process-
es; and, attracting and retaining the best tal-
ent in the Federal workforce.

The Administration urges the Congress to
enact appropriations that are consistent with

the bipartisan agreement reached last fall;
fully support economic growth, opportunity,
and our national security priorities; and are
free of problematic ideological provisions that
are beyond the scope of funding legislation.
The Administration also urges the Congress
to swiftly pass a bipartisan bill that provides
emergency supplemental funding to protect
the American people from the Zika virus.

Table 1. CHANGES IN DEFICITS FROM THE FEBRUARY BUDGET

(In billions of dollars)

Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 o514, o017,
2021 2026
2017 Budget deficit . 616 503 454 549 534 552 660 677 650 741 783
Percent of GDP 3.3% 26% 23% 26% 24% 24% 28% 2.7% 25% 27% 28%
Enacted legislation and policy
changes:
Enacted legislation ! * * o * - o o - o - _* o o
e mental T S S T 2 2
Debt service * * * * ® * ® * * * * * 1
Subtotal, enacte
policy changes * 1 * * * * # * * - * 2 2
Economic and technical reestimates:
Receip 59 11 17 8 36 50 54 82 68 5 90 88 438
Outlays:
Discretionary programs ..., ~31 ki 3 1 ~1 1 4 7 8 9 9 11 48
Mandatory programs:
Premium tax credits and cost-
sharing reductions -6 -~16 -28 -3¢ 31 -2 -31 33 -B34 36 -3¢ -137 -308
Social Security -12 -19 -23 -25 26 27 -5 -23 -1& 16 14 -118 -216
Medicare -3 -7 -8 -9 -8 -7 ~7 -8 -7 13 -13 -3% -87
Quter Continental Shelf
receipts 1 1 1 2 2 1 2 2 2 2 2 7 16
Supplemental Security Income -1 ~1 -1 ~1 -1 wl ~1 ~1 ~1 -1 ~1 -6 =11
F}ﬁs&‘;;‘;il&%ﬁga&l‘%eesewe * * 1 1 1 1 1 1 2 2 2 3 10
Other? -17 —4 5 -1 2 el * -1, 2 3 3 2 8
Su;)::ggé,ur?safldatory -38 45 -54 68 -63 -63 ~63 63 -58 61 59 -~293 -597
Net interest® .. -7 37 B8 64 71 71 83 -89 -94 98 -102 -304 -770
X 1, outlays 76 15 -107 -131 --134 139 141 -~145 -143 -151 -152 -586-1319
Qu ; hrieal
reestimates and -16 63 -194 -193 -99 B9 -8B8 -84 76 76 62 ~498 -882
Total, chang -16 -63 -123 -123 98 -89 88 B4 -75 -6 62 -496 -881
Mid-Session Review deficit 600 441 330 427 436 463 572 593 575 665 731
Percent of GDP 1L7% 2.1% 20% 21% 24% 24% 22% 25% 2.6%

Note: positive figures represent higher outlays or lower receipts.

*$500 million or less.
Hncludes outlay and receipt effects.

2Includes change in allowance for future disaster costs.
3Includes debt service on all reestimates.



ECONOMIC ASSUMPTIONS

This Mid-Session Review (MSR) updates
the economic assumptions published with the
President’s 2017 Budget in February, which
used information available as of November
2015. The Budget forecast projected Gross
Domestic Product (GDP) growth to exceed
its long-run potential growth rate over the
next few years, before settling back down
to that long-run growth rate. The Budget
forecast also expected that the unemploy-
ment rate would continue to decline through
late 2016 and slowly rise from there to the
Administration’s estimate of the non-accel-
erating inflation rate of unemployment (also
known as the NAIRU). Inflation measured
by the Consumer Price Index for all Urban
Consumers (CPI) was expected to gradually
increase from its near-zero rate of 2015 to a
rate consistent with the target of the Federal
Reserve’s Federal Open Market Committee
(FOMC). Accordingly, both short- and long-
term interest rates were projected to slowly
increase over the course of the forecast inter-
val. Based on information available as of the
beginning of June, the Mid-Session Review
forecast is qualitatively consistent with the
Budget forecast, but there are some quanti-
tative differences in both the short run and
the long run. Growth in output and produc-
tivity in the first quarter of 2016 was more
modest than had been anticipated, while the
labor market has generally been strong. This
forecast takes into account these near-term
dynamics, as well as other factors that have
altered the economic landscape since the
Budget forecast was finalized last November.

Since the Administration took office in 2009,
the economy has made considerable progress.
Real GDP in the first quarter of 2016 was 15.0
percent higher than at the end of the Great
Recession in the second quarter of 2009 and
10.2 percent higher than at the business ¢y-
cle peak in the fourth quarter of 2007. The
unemployment rate peaked at 10.0 percent
in October of 2009, but it had fallen by more
than half, to 4.9 percent by June 2016. In the
early months of 2009, the economy was hem-
orrhaging jobs at a rate exceeding 800,000
private sector jobs per month, but from early
2010 to June 2016, private sector employers
added 14.8 million new jobs. The continuing

improvement in the labor market has start-
ed to feed into higher wages. Real average
hourly earnings were up 0.8 percent in May
relative to the end of 2015 and 1.4 percent
compared with a year earlier.

The Administration’s policies have helped
foster the economic recovery and ongoing
growth. In particular, the American Recovery
and Reinvestment Act (ARRA) was vital in
putting Americans back to work and arrest-
ing the decline in output taking hold dur-
ing the depths of the global financial crisis.
Additional actions, such as the Cash-for-
Clunkers program, the temporary payroll tax
holiday in 2011 and 2012, and extended emer-
gency unemployment compensation, also had
positive impacts.

In spite of these efforts, the recovery was
impeded by a series of unnecessary and avoid-
able fiscal tightening episodes, such as across-
the-board cuts that took hold in 2013 under
sequestration and the shutdown of the Federal
Government that occurred in October of that
year. Such events have introduced an unhelpful
fiscal drag on the economy. The President and
congressional leaders from both parties have,
however, worked together to reverse some of
these negative effects. The Bipartisan Budget
Act of 2015 and the associated Consolidated
Appropriations Act of 2016, among other things,
avoid some of the cuts under sequestration-re-
lated reductions in the discretionary caps and
suspend the statutory debt limit until March
2017. Based on analysis by the Congressional
Budget Office (CBQ), the Council of Economic
Advisers has estimated that these measures
will add 340,000 jobs in 2016 and a total of
500,000 job-years over 2016 and 2017,

Since the Budget forecast was finalized, the
early part of 2016 saw a number of headwinds
that may have contributed to the relatively
modest growth in the first quarter. Stock
markets were especially volatile early in the
year, as many investors contended with con-
cerns sbout the state of the world economy
and slow, or even negative, growth in a num-
ber of large emerging economies. Domestic
productivity growth also remained below its
long-run average rate.
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Despite this slow start, GDP growth is
expected to gradually pick up in the next
couple of years. The Administration still an-
ticipates GDP growth a bit in excess of its
long-run potential rate in 2017 and 2018. The
Administration has, however, revised down
the projected long-run growth rate slightly,
mostly due to a downward revision in the
long-run rate of productivity growth. The un-
employment rate has fallen more quickly than
many forecasters thought it would, and the
Administration’s forecast revises the long-run
expectation for unemployment down slightly.
The forecasts for interest rates on short- and
long-term Treasury securities at the end of
the forecast horizon are also lower than they
were when the Administration finalized its
Budget forecast.

ECONOMIC PROJECTIONS

The Administration’s forecast is based on
information available to forecasters at the be-
ginning of June, and it also assumes that the
President’s policy proposals in the 2017 Budget
will be fully enacted. The projections for a set
of key variables can be found in Table 2.

Real Gross Domestic Product: Real GDP
growth in 2016 is expected to be 2.2 percent on
a fourth quarter-over-fourth quarter (Q4/Q4)
basis, and the forecast calls for a slight uptick
in growth (to 2.4 percent) during 2017 and
2018. This medium-term picture takes into
account the relatively weak GDP and produc-
tivity data seen in the early part of 2016 and
it represents a downward revision in forecast-
ed growth relative to that published in the
Budget, where Q4/Q4 growth was projected
to be 2.7 percent during 2016 and 2.5 percent
during 2017. The Administration has lowered
its expectation for long-run economic growth,
for years after 2018, from 2.3 percent when
the Budget was published to 2.2 percent.

Unemployment: The unemployment rate
is expected to finish the year at 4.7 percent
and then decline to 4.6 percent from the
end of 2017 through 2019. After that, the
Administration expects that it will settle
back to the long-run NAIRU, the unemploy-
ment rate at which inflationary pressures
are broadly balanced, of 4.8 percent. The
Administration has revised its Budget fore-
cast for unemployment to reach a low of 4.6
percent and a long-run level of 4.8 percent.

The revision of NAIRU from 4.9 to 4.8 percent
is consistent with revisions made by other
forecasters in response to recent data. There
has been little sign of inflation despite low in-
terest rates and low unemployment rates.

Inflation: Rapidly declining oil prices dur-
ing the last half of 2014 and most of 2015 led
to a CPI inflation rate that was well below
a rate consistent with the Federal Reserve’s
target for a closely related price index,
the Price Index for Personal Consumption
Expenditures (PCE). As the price of crude oil
has stabilized after a turbulent start to 20186,
CPI inflation is projected to rise back to 2.3
percent. (Note that the Federal Reserve tar-
gets 2.0 percent inflation in the price index
for personal consumption expenditures, not
the CPI. Over the long run, inflation in the
central bank’s preferred price index tends to
be about 0.25 to 0.30 percentage points less
than that in the CPL.) The forecast for infla-
tion is broadly similar to that published in the
Budget.

Interest Rates: At the end of 2015, the
FOMC raised its target for the Federal funds
rate from a range of 0.00 to 0.25 percent. This
helps inform the current interest rate forecast,
which is also based on futures market data,
other private forecasters’ expectations, and
long-run historical experience. The 91-day
Treasury bill is expected to average 0.4 per-
cent over 2016 and climb gradually to reach
3.2 percent in 2021, At the end of the forecast
horizon, the rate on the 91-day Treasury bill
is expected to be 3.0 percent, about 25 basis
points lower than the terminal rate published
in the Budget. In the medium term, the
short-term rate “overshoots” its terminal val-
ue, because the unemployment rate drops be-
low its long-run rate before slowly rising back
by the end of the forecast window. Like the
short-term rate, the rate on 10-year Treasury
notes is also expected to be lower at the end
of the forecast horizon than was expected in
the Budget. The Administration expects rates
on the 10-year note to be 4.0 percent in 2026,
down from the 4.2 percent expected in the au-
tumn, roughly similar to the recent consensus
forecast of private economists.

Incomes and Income Shares: At the
start of the recovery from the global finan-
cial crisis, corporate profits rebounded more
quickly than compensation to labor, while low
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Table 2. ECONOMIC ASSUMPTIONS!

{Calendar Years, Dollar A ts in Billions)

Actual Projections
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Gross Domestie Product (GDP):
Levels, Dollar Amountis in Billion:

Current Dollars 17,348 17,947 18,502 19,264 20,125 20,967 21,870 22,790 23,761 24,765 25,818 26,912 28,055
Real, Chained (2009) Dollars .............. 15,962 16,349 16,667 17,085 17,495 17,893 18,286 18,689 19,100 19,520 19,950 20,388 20,837
Chained Price Index (2009=100},
Annual Average e 1087 109.8 1110 112.8 1150 117.2 1196 1219 1244 1269 1294 1320 1346
Percent Change, Fourth Quarter over

Fourth Quarter:
Current Dollars 39 31 34 43 43 42 42 42 42 42 42 42 42
Real, Chained (2008) Dollars 25 20 22 24 24 22 22 22 22 22 22 22 22
Chained Price Index (2009=100} ......... 13 11 12 18 1 20 20 20 20 20 20 20 20
Percent Change, Year over Yea)
Current Dollars ..
Real, Chained (2009) Dollars
Chained Price Index (2009=100)

41 35 31 41 45 42 43 42 42 42 42 42 42
24 24 18 25 24 23 22 22 22 22 22 22 232
16 10 11 16 20 19 21 20 20 20 20 20 20

Incomes, Billions of Current Dollars:
Domestic Corporate Profits ....ccoeierennns 1,655 1,620 1,596 1,676 1,807 1,884 1,939 1,909 2,059 2,128 2190 2245 2336
Empl ¢ ! 9,249 9,667 10,089 10,490 10,902 11,361 11,860 12,390 12,945 13,525 14,131 14,775 15424
Wages and Salaries ... 7478 7835 8,178 8503 8,848 9,219 9,624 10,045 10,489 10,953 11,439 11,962 12,483
Other Taxable Income? . 4,075 4,225 4,393 4503 4,672 4926 5237 5540 5834 6,130 6,392 6,629 6874

Consumer Price Index (All Urban)%
Level (1982-1984 = 100}, Annual

Average 237.0 2399 245.2 250.2 2559 261.6 2675 2736 279.8 2862 2926 2902
Percent Change, Fourth Quarter over

Fourth QUAarter ......uweecrannos 12 04 16 21 22 23 23 23 23 23 23 23 23
Percent Change, Year over Year ... 16 01 12 22 21 23 22 23 23 23 23 283 23

Unemployment Rate, Civilian, Percent:
Fourth Quarter Level
Annual Average ......

87 50 47 48 46 48 47 47 48 48 48 48 48
62 53 48 47 46 46 47 47 48 48 48 48 48

Federal Pay Raises, January, Percent:

Military* 1.0 10 13 16 NA NA NA NA NA NA NA NA NA

Civilian® 10 10 13 16 NA NA NA NA NA NA NA NA NA
Interest Rates, Percent:

91-Day Treasury Bills® . * * 0.4 12 2.1 27 3.1 3.2 31 30 30 3.0 3.0

10-Year 'I‘rea_suly Not&af 2.5 2.1 20 28 33 36 38 39 39 39 40 40 4.0

* 0.05 percent or less

'Based on information available as of early June 2016

*Rent, interest, dividend, and proprietors’ income components of personal income

*Seasonally adjusted CPI for all urban consumers

“Percentages apply to basic pay only; percentages to be proposed for years after 2017 have not yet been determined.

s Ovzgall average increase, including locality pay adjustments. Percentages to be proposed for years after 2017 have not vet been de-
termined.

¢ Average rate, secondary market (bank discount basis)
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interest rates also tended to suppress inter-
est income. By the end of 2015, the share of
national income accruing to wages and sala-
ries, and to employee compensation in general
(including such benefits as health insurance),
was still well below its long-run average. As
the economy recovers fully, some of this shift
in shares is expected to reverse. As such, the
current projections forecast a gentle rise in
the compensation share of income. The fore-
casted compensation share is slightly higher
than that forecast in the Budget, reflecting the
higher-than-expected labor income share ob-
served in the first quarter of 2016.

FORECAST COMPARISONS

The Administration’s Mid-Session Review
forecast is fairly similar to those of CBO,
the FOMC, and the Blue Chip panel of pri-

vate sector forecasters. In cases where the
Administration’s forecast is somewhat more
optimistic, the difference can be explained
by the Administration’s assumption that the
President’s policy proposals will be enacted.

Real Gross Domestic Product: On real
GDP growth, the Administration’s forecast
differs slightly from those published by CBO
in January and the FOMC in June, and from
that of the Blue Chip consensus, published in
March (for the long-run forecast) and June (for
the short-run forecast). CBO’s published pro-
jection for 2016 growth is much higher than
the other two, but it was also constructed
before data on the first quarter of 2016 were
available. The Administration’s forecast of
2.5 percent on a year-over-year basis in 2017
and 2.4 percent in 2018 is slightly higher than
the Blue Chip consensus forecast., The analo-

Table 3. COMPARISON OF ECONOMIC ASSUMPTIONS

{Calendar Years)
2015 2016 2017 2018 2018 2020 2021 2022 2023 2024 2025 2026
Nominal GDP:
MSR 17,947 18,502 19,264 20,125 20,967 21,870 22,790 23,761 24,765 25,818 26,912 28,055
Budget oot 17,948 18,669 19,510 20,345 21,237 22,155 23,121 24,128 25,179 26,272 27,413 28,603
CBO 17,957 18,689 19,505 20,326 21,102 21,923 22,823 23,766 24,746 25,764 26,831 27,942
Blue Chip! oo . 17,947 18,521 19,325 20,167 21,023 21,936 22,867 23,837 24,848 25,904 27,003 28,149

Real GDP (Fourth Quarter-over-
Fourth Quarter):

MSR 2.0 2.2 2.4 24 22 22 2.2 2.2 2.2
Budget 2.2 2.7 2.5 24 23 23 2.3 2.3 2.3
CBO 20 2.7 25 2.1 18 19 2.1 2.1 2.0
Blue Chip? ... 2.0 22 2.2 21 2.2 2.1 2.1 2.1
FOMC? ... 1.9-2.0 1.9-2.2 1.8-2, .8-2.0 (longer run)
Real GDP (Year-over-Year):
MSR 24 19 2.5 24 2.3 22 2.2 2.2 2.2 2.2 2.2
Budget 2.4 26 28 24 23 23 2.3 23 2.3 23 23
CBO 24 2.5 28 23 18 18 21 2.1 2.1 2.0 2.0
Blue Chip oo 2.4 19 23 2.2 2.1 2.2 2.1 21 2.1 2.1 21
GDP Price Index (Year-over-Year):
MSR 1.0 11 18 20 1.9 2.1 2.0 2.0 2.0 2.0 2.0
Budget 1.0 14 19 1.8 2.0 2.0 20 20 2.0 2.0 2.0
CBO 11 16 18 19 2.0 2.0 20 2.0 2.0 2.0 2.1
Blue Chip i 1.0 13 2.0 2.1 2.1 21 21 2.1 2.1 2.1 2.1
Consumer Price Index (Year-over-
ear):
MSR 01 1.2 22 2.1 23 2.2 2.3 23 2.3 23 23
Budget v 0.1 15 2.1 2.1 2.3 2.2 2.3 2.3 2.3 23 2.3
CBO 0.1 13 23 24 24 2.4 24 24 2.4 2.4 2.4
Blue ChEDP .ovoreeconrasssmvssensseseiaeans 0.1 13 2.3 2.3 2.3 23 2.3 2.3 23 23 2.3
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Table 3. COMPARISON OF ECONOMIC ASSUMPTIONS—Continued
{Calendar Years)
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
1. t Rate (A 1
Average in Percent):
53 4.8 4.7 4.6 48 4.7 4.7 4.8 4.8 4.8 4.8 4.8
5.3 47 4.5 4.6 4.6 4.7 4.7 4.8 4.9 4.9 4.9 49
5.3 4.7 4.4 4.6 4.8 5.0 5.0 5.0 5.0 5.0 5.0 5.0
5.3 4.8 45 4.6 4.7 4.7 48 4.8 49 4.9 4.9 4.9
......... 4.6-4.8 4.5-4.7 4.4-4.8 4.7-5.0
Interest Rates (Annual Average in
Percent):
81-] Day Treasury Bills (discount
basish ‘
* 0.4 12 2.1 2.7 31 32 3.1 3.0 3.0 3.0 3.0
0.7 1.8 2.6 31 3.3 3.4 3.4 3.3 3.3 32 3.2
0.1 0.7 186 2.5 3.2 3.2 3.2 3.2 3.2 3.2 3.2 3.2
* 0.4 12 2.3 2.7 2.9 3.0 3.0 3.0 3.0 3.0 3.0
2.1 2.0 2.8 3.3 36 3.8 3.9 38 3.9 4.0 4.0 4.0
2.1 2.9 3.5 3.9 4.1 4.2 4.2 42 4.2 4.2 4.2 4.2
2.1 2.8 3.5 3.9 4.1 4.1 41 4.1 4.1 4.1 4.1 4.1
2.1 2.0 26 3.4 3.7 3.8 3.9 3.9 3.9 3.9 3.9 3.9

*0.05 percent or less
Sources Admmxstratmn CBO The Budget and Economic Qutlook: 2016 to 2026, January 2016; March 2016 and June 2016 Blue Chip

Aspen k Inc.; Federal Reserve Open Market Committee, June 15, 2015
MBSR = 2017 Mid-Session Revxew (forecast date; June 2016)
Budget = 2017 Budget {forecast date: November 2015)
CBO = Congressional Budget Office January 2016 baseline economice forecast

Blue Chip = June 2016 Blue Chip Consensus Forecast extended with March 2018 Blue Chip long-run survey (publication date: June
10, 2016)

FOMC = Federal Reserve Open Market Committee (forecast central tendency date: June 15, 2016)
! Values for 2018-2026 interpolated by OMB from annual growth rates.
2The FOMC's central tendency for longer term growth is 1.8% to 2.0%. Longer term growth represents each participant’s assessment

of the rate to which GDP growth would be expected to converge under appropriate monetary policy and in the absence of further shocks
to the economy.

#Fourth quarter levels of unemployment.

gous figures for the Blue Chip consensus are
2.3 percent in 2017 and 2.2 percent in 2018,
The FOMC expects a still lower growth rate of
between 1.9 percent and 2.2 percent in 2017
and 1.8 percent and 2.1 percent in 2018. In
the long run, the Administration’s forecast for
growth is 2.2 percent, which is higher than
the 2.1 percent projected by Blue Chip and
the 2.0 percent that CBO forecasts and that
is at the high end of the FOMC central ten-
dency. The Administration’s higher forecast is
explained in part by the assumption that all
of the President’s productivity-enhancing poli-
cies will be adopted. CBO makes its forecast
assuming that current law will hold, while it
is not clear to what extent the other forecasts
incorporate the President’s policies.

Unemployment: Compared with other fore-
casters, the Administration expects somewhat
higher unemployment in the near term, with
a 2017 average unemployment rate of 4.7
percent, whereas the other forecasters expect
the unemployment rate to fall to 4.5 percent
or lower. After 2017, the Administration’s
forecast mostly tracks those of the other fore-
casters, although CBO sees a higher unem-
ployment rate (5 percent) in the medium to
long run, possibly due to earlier release of its
forecast. The Administration expects a long-
run unemployment rate of 4.8 percent. This
estimate of the NAIRU is lower than that put
forward by Blue Chip (4.9 percent) and in line
with the central tendency of the forecast of the
FOMC.
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Inflation: The Administration’s forecast
for CPI inflation is close to those of CBO and
the Blue Chip consensus. Blue Chip expects
a slightly faster regression to the long-run
expectation for consumer price inflation af-
ter this recent period of low inflation than the
Administration, but the forecasts are other-
wise similar.

Interest Rates: On interest rates, the
Administration’s forecast closely tracks the
Blue Chip projections. CBO expects slightly
higher interest rates over the forecast window,
although this may be due to January release
of the CBO’s forecast together with the subse-
quent decline in rates. For short-term interest
rates, represented by the rate on the 91-day
Treasury bill, both the Administration and
Blue Chip expect a rate of 3.0 percent near the

end of the projection interval. Differences arise
in the medium term, when the Administration
expects the Treasury bill interest rate to briefly
rise above its terminal level, producing higher
rates in this period than those projected by the
Blue Chip consensus. For interest rates on 10-
year Treasury notes, with the exception of a
slight divergence in 2017, the Administration
and Blue Chip have fairly similar projections.
The main difference is that Blue Chip expects
long-term interest rates to peak at 3.9 percent,
which is the expected terminal level, but the
Administration expects a slightly higher rate
on 10-year Treasuries in the long run (4.0 per-
cent). The Administration also expects higher
real GDP growth in the long run, and there
is some theoretical support for the notion that
higher growth rates should be accompanied by
higher interest rates.



RECEIPTS

The Mid-Session Review (MSR) estimates of
receipts are below the 2017 Budget estimates by
$59 billion in 2016 and by $11 billion in 2017.
The MSR estimates of receipts are above the
Budget estimates by $17 billion in 2018, but be-
low the Budget estimates by $8 billion to $90 bil-
lion in each subsequent year, for a net decrease
in receipts of $436 billion over the 10-year bud-
get horizon (2017 through 2026).

The net decrease in 2016 receipts is in large
part attributable to technical revisions based
on new tax reporting data, collections to date,
and other information, which decrease receipts
by $53 billion. Revised economic assumptions
reduce 2016 receipts by an additional $6 billion.

The estimate of 2017 receipts is also below the
Budget estimate largely due to an $11 billion de-
crease in receipts attributable to technical fac-
tors.

The $436 billion reduction in receipts over
the 10-year budget horizon is largely the re-
sult of a $391 billion loss in receipts attribut-
able to revisions in the economic forecast. A
reduction in the net gain in receipts from the
Administration’s proposals reduces receipts
by an additional $58 billion. These reductions
are partially offset by technical revisions,
which increase receipts by $13 billion.

ECONOMIC CHANGES

Revisions in the economic forecast reduce
receipts by $6 billion in 2016, increase receipts
by $2 billion in 2017, and reduce receipts by
$6 billion to $80 billion in each subsequent
year, for a total reduction of $391 billion over
10 years from 2017 through 2026.

In 20186, revisions to the economic forecast
have the greatest effect on individual and cor-
poration income taxes, increasing individual
income taxes by $7 billion and reducing cor-
poration income taxes by $16 billion. The in-
crease in individual income taxes is primar-
ily attributable to increases in the forecast
of personal income from wages and salaries.
Changes in the forecasts of Gross Domestic
Product (GDP) and other economic measures
that affect the profitability of corporations are

primarily responsible for the reduction in cor-
poration income taxes.

Over the 10-year budget horizon, revisions
in the economic forecast have the greatest
effect on corporation income taxes, reducing
collections by $235 billion. The reduction is
driven by net reductions in estimates of tax-
able corporate income relative to the Budget
forecast due to downward revisions in the
forecast of GDP. Revisions in the economic
forecast also reduce collections of individual
income taxes and social insurance and re-
tirement receipts, reducing 10-year collec-
tions by $76 billion and $73 billion, respec-
tively. Reductions in the economic forecasts
of nonwage sources of personal income, such
as personal interest income, are primarily
responsible for the reduction in individual
income taxes. Reductions in the forecast of
proprietors’ income, which is subject to Social
Security and Medicare payroll taxes (the larg-
est components of social insurance and retire-
ment receipts), account for most of the reduc-
tion in this source of receipts. Revisions in
the forecasts of GDP, interest rates, imports,
and other sources of income decrease all re-
maining sources of receipts by a net $7 billion.

TECHNICAL CHANGES

Technical revisions in the estimates of re-
ceipts decrease receipts by $53 billion in 2016
and $11 billion in 2017, and increase receipts
by $28 billion in 2018 and $15 billion in 2019.
Technical revisions reduce or slightly increase
receipts in each subsequent year, for a net in-
crease in receipts of $13 billion over the 10
years, 2017 through 2026. The downward
technical revisions in 2016 are driven by a
$91 billion reduction in the estimate for indi-
vidual income tax collections. This reduction
is due to lower-than-expected final payments,
net of refunds, on individual income tax habil-
ity for tax year 2015, as well as lower-than ex-
pected withholdings and estimated payments
for tax year 2016, relative to expectations in
the 2017 Budget estimate.

Over the 10-year budget horizon, technical re-

visions decrease collections of individual income
taxes and corporation income taxes by $116 bil-

11
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lion and $108 billion, respectively. These net de-
creases reflect more recent collections data and
revisions in estimating models based on updated
tax and other data. In contrast, technical revi-
sions increase collections of social insurance and
retirement receipts by $173 billion. Technical
revisions in all other sources of receipts {excise
taxes, customs duties, estate and gift taxes, de-
posits of earnings of the Federal Reserve System,
and penalties and fees) result in a net 10-year

cant piece of legislation enacted since the
2017 Budget with an effect on receipts, but
is expected to have only a minor impact, in-
creasing 10-year collections by $63 million.

Revisions in the estimates of the net
gains in receipts from the Administration’s
proposals reduce receipts by $58 billion
over the 10 years, 2017 through 2026.
Revisions in the effect on receipts of the

increase in receipts of $63 billion. Administration’s proposal to rationalize
net investment income and Self Employed

Contributions Act (SBECA) taxes account for

ENACTED LEGISLATION AND Pt ! e )
REVISIONS IN PROPOSALS $28 billion of this reduction in receipts. The
remaining $30 billion reduction in receipts
The Trade Facilitation and Trade reflects small revisions in the estimates of

Enforcement Act of 2015 is the only signifi- numerous provisions.

Table 4 CHANGE IN RECEIPTS

(In billions of dollars)

Totals
2016 2017 2018 2018 2020 2021 2022 2023 2024 2025 2026 o417. 2017-
2021 2026
2017 Budg timat; 3,336 3,644 3,899 4,095 4,346 4,572 4,756 4,949 5,177 5411 5669
Changes in current law receipts due to
revised economic assumptions:
Individual income taxes 7 2 5 1 -1 -4 -8 ~12 -17 21 28 0 -18
Corporation income taxes . -16 -24 22 .22 23 -23 -23 ~24 ~24 25 25 -114 -235
Social insurance and retirement . * 1 2 - -2 ~5 -7 -0 -4 15 22 -4 =73
Other 2 i3 9 2 =2 ~4 =5 ] —8 -8 =5 20 -7
Total, changes due to revised
' pti -6 2 -8 -20 -28 -36 -44 52 61 -66 B0 -89 -381
Changes In current law receipts due to
technical reestimates:
Individual income taxes -91  -50 ~4 -1 -2 -7 -8 -0 -10 -1} -13 -83 -~118
Corporation income taxes .. 21 15 7 -8 24 -25 -18 15 -13 13 ~18 -85 -108
Social insurance and retirement ........ 5 17 20 17 17 17 17 17 17 18 18 87 173
Other 1 8 5 7 7 7 8 8 7 8 5 32 63
Total, changes due to technical
018 o ~53 -1l 28 15 -2 -8 ~4 -1 * ~1 -3 21 13
Ch::fcﬁ Cxlr{ current law receipts due to = " B . " N . . . R N . N
Changes in proposals due to enacted
legislation and ic and teck
revisions:
ionali t i tment income
Raat;?él glfl}z&f ia::g;' eAS e o ~2 -2 ~3 -2 -2 ~3 -3 -3 -3 -4 -12  -28
Other proposals * x 9 1 3 .3 .4 6 -4 -4 -4 -8 -30
Total, changes in proposals * -2 -4 ~3 =5 -8 =7 -9 =1 -8 -7 _-20 -58
Total change in receipts ... ~58  ~11 17 8 .36 50 b4 -52 -8 -5 -90 88 436
2017 Mid-Session estimate v 3976 3639 3,916 4,087 4,310 4,622 4,702 4,887 5109 5336 5,579

* $500 million or less.



EXPENDITURES

Outlays for 2016 in the Mid-Session Review
(MSR) are estimated to be $3,876 billion, $75
billion lower than the 2017 Budget estimate,
reflecting slower-than-expected spending
across a large number of discretionary and
mandatory programs. Projected outlays have
fallen by $74 billion in 2017 relative to the
Budget, and by $1,317 billion over the 10-year
budget horizon, 2017 to 2026. These decreas-
es in spending are almost entirely due to the
effect of economic and technical reestimates
in a number of mandatory programs and net
interest, as well as lower debt service associ-
ated with the changes in outlays and receipts.

ENACTED LEGISLATION
AND POLICY CHANGES

One new law enacted since the Budget was
completed has an impact on outlays as esti-
mated in the MSR. The Trade Facilitation
and Trade Enforcement Act of 2015, PL. 114-
125, enacted in February 2016, increases off-
setting receipts from customs fees (which net
against outlays) by $0.4 billion over the next
10 years.!

In addition, in February the Administration
transmitted an FY 2016 Emergency
Supplemental appropriations request for ad-
ditional funding to respond to the Zika virus.
This funding is urgently needed to undertake
immediate efforts to bolster domestic pre-
paredness, accelerate the procurement and
testing of vaccines, diagnostics, and new mos-
quito control methods, and enhance global
capability to detect and respond to the Zika
virus. This request increases discretionary
outlays by $2 billion.

ESTIMATING CHANGES

Estimating changes are due to factors other
than enacted legislation or changes in policy.
These result from changes in economic as-
sumptions, discussed earlier in this MSR, and
changes in technical factors. Relative to the

* The Puerte Rico Oversight, Management, and
Economic Stability Act (H.R. 5278) was not enacted in
time to be included in the Mid-Session Review estimates,
g‘his legislation is estimated to have minimal deficit ef-
ects.

Budget estimates, economic and technical
changes decrease estimated outlays for 2016
by $76 billion, and decrease outlays by $1,319
billion from 2017 through 2026.

Discretionary programs. Outlays for
discretionary programs decrease by $31 bil-
lion in 20186, but increase by $48 billion over
the next 10 years relative to the Budget as
a result of technical revisions. The changes
in 2016 reflect lower outlays compared to the
Budget for both defense ($11 billion) and non-
defense ($19 billion) discretionary programs,
due to slower-than-expected spending pat-
terns. Within defense programs, the decrease
is due to slower-than-expected spending for
operation and maintenance; research, devel-
opment, test, and evaluation; and procure-
ment. Within non-defense programs, the de-
crease in the current year is primarily due to
slower-than-expected spending for disaster
relief, veterans medical services, and educa-
tion for the disadvantaged. Outlays over the
10-year period increase by $43 billion for de-
fense programs and by $5 billion for non-de-
fense programs. The increase within defense
programs is primarily due to higher outlays
for shipbuilding and conversion, aircraft pro-
curement, and military construction. Higher-
than-expected outlays for disaster relief, in-
novation and improvement programs, the
community development fund, and children
and families services also contribute to the
overall increase.

Premium tax credit and cost-sharing
reductions. The incorporation of new data
on spending and enrollment and changes in
technical assumptions for the refundable pre-
mium tax credit, cost sharing reductions, and
Basic Health Program reduce net outlays by

* $6 billion in 2016 and by $308 billion (or 28

percent) from 2017 through 2026. This de-
crease in outlays is accompanied by $21 bil-
lion in increased receipts attributable to re-
vised estimates for the premium tax credit.
The 10-year decrease reflects recent data
from the Marketplaces, including lower en-
rollment than previously projected, as well as
other technical changes.

13
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Social Security. Estimating changes re-
duce outlays for Social Security by $12 billion
in 2016 and by an additional $216 billion over
the next 10 years. The decrease is partially
the result of the MSR’s lower forecast for the
Consumer Price Index (CPID), which results in
lower cost-of-living adjustments. In addition,
revised short-term disabled worker incidence
rates based on continuing lower-than-expect-
ed levels of disabled worker applications and
awards also lower outlays.

Medicare. Outlays for Medicare decrease
by $3 billion in 2016, and by $87 billion over
the next 10 years. This decrease is primarily
due to technical factors that reduce projected
Medicare Part A spending, such as a decline
in estimated enrollment and updated data
on utilization (e.g., hospital discharges, home
health utilization, and skilled nursing facility
utilization). These reductions are partially
offset by an increase in inpatient hospital case
mix and increased hospice utilization, among
other factors. Economic factors also partially
offset the decrease in Part A. These decreases
are partially offset by increases in Medicare
Part B due to changes in assumptions about
market baskets, CPI inflation, and productiv-
ity growth. Changes in Part B are also due
to updated information on actual spending,
changes to beneficiary enrollment, and other
modeling improvements, which include ef-
fects from recent rulemaking.

Outer Continental Shelf receipts.
Economic and technical changes increase
net outlays by reducing offsetting receipts
for royalties on outer continental shelf lands
by $1 billion in 2016, and by $16 billion over
the next 10 years. The decrease in offshore
royalties is due to a decrease in energy price
assumptions as updated in MSR economic as-
sumptions and accounting for data from the
Energy Information Administration’s (EIA)
2016 Annual Energy Outlook, which was re-
leased after the Budget was final. Technical
updates were also made to reflect new pro-
duction estimates from the Department of the
Interior and the EIA.

Supplemental Security Income (SSD).
Outlays for SSI decrease by $1 billion in 2016,
and further decrease by $11 billion from 2017
to 2026, largely due to lower cost-of-living
projections which result in lower benefit pay-

ments. A lower recipient population projec-
tion, primarily due to lower initial caseloads
and overall lower applications and awards,
partially offset by lower net case closings, also
contributes to the decrease in outlays.

Mutual Mortgage Insurance Capital
Reserve. Qutlays for the Mutual Mortgage
Capital Reserve increase by $10 billion from
2017 to 2026 due to revised economic factors
leading to lower-than-expected interest in-
come on Federal securities.

Higher education. Mandatory higher
education outlays decrease by $1 billion in
2016, and increase by $9 billion from 2017
through 2026. The increase in outlays is due
to changes that reflect a loan volume update,
which reduces the volume of Consolidation
Loans, and Unsubsidized Stafford Loans.
Consolidation loans have a positive subsidy
rate, which results in pesitive outlays when
loans are disbursed, whereas Unsubsidized
loans have a negative subsidy rate and gener-
ate offsetting receipts (negative outlays). As
a result of the volume changes, the net cost
of the Direct Loan program over the 10-year
budget window is estimated to be about $4.6
billion higher than in the Budget.

Children’s Health Insurance Program
(CHIP). Outlays for CHIP are $1 billion
higher in 2016 due to higher projections of
State CHIP spending. Projected outlays in-
creased by $9 billion from 2017 to 2026 rela-
tive to the Budget estimate due primarily to
revised estimates of the Budget proposal to
extend CHIP through 2019, which resulted in
additional spending from carryover balances.

Victims programs. Outlays for three vic-
tims compensation programs decrease by $2
billion in 2016 and increase by $8 billion over
the next 10 years due to technical factors. The
decrease in the current year is due to slower-
than-expected spending in the Crime Victims
Fund. The increase in outlays over the next
10 years is primarily the result of new pro-
grams, the Victims Compensation Fund and
the United States Victims of State Sponsored
Terrorism Fund, which were established and
provided an appropriation in Public Law 114-
113, the Consolidated Appropriations Act of
2016, estimates for which were not included
in the Budget.
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Table 5. CHANGE IN OUTLAYS
{In billions of doliars}
Totals
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 9417. 2017-
2021 2026
2017 Bud, estimate 3,951 4,147 4,352 4,644 4,880 5,124 5415 5,626 5,827 6,152 6,462
Changes due to enacted legislation

and policy changes:

& 1 loislati * *

Emergency supplemental

appropriations * 1 * * * * 2
Debt service .... . * * * * * * 1
Su;)oul)itca;l,c ix:;\‘cgtgg ffgxslatxon and . R N . N N . N = N 2
Changes due to reestimates:
Discretionary appropriations:
Defense base programs ... . ~11 2 2 2 1 * 4 T 8 9 3 43
Non-defense base programs ..., -19 6 1 -1 -1 ® * * * —* - 5
Overseas conti 4 _ * * ® * " * 1
Subtotal, discretionary
apprepriations ... -31 7 3 1 -1 1 4 7 8 9 9 11 48
Premium tax credits and cost-
sharing reductions -6 -6 -28 -3¢ ~31 -~29 -31 -33 -34 36 37 -187 -308
Social Seeurity ........ . -12 ~19 -23 -25 -26 27 -25 -23 -18 -16 14 ~118 -216
Medicare -3 ~7 -9 -9 -8 -7 -7 -8 -7 -3 -13 -39 -87
Outer Continental Shelf receipts 1 1 1 2 2 1 2 2 2 2 2 16
Supplemental Security Income ....... -1 ~1 -l ~1 -1 -1 -1 ~1 ~1 -1 -1 -§ 11
FHA-Mutual Mortgage Insurance
Capital Reserve . * * 1 1 1 1 1 1 2 2 2 3 10
Higher education -1 -1 & % * 1 1 2 2 2 3 - 9
Childrens Health Insurance
Program 1 1 1 1 B e s wee aeen simren gee 9
Victims programs -2 * 1 2 8 1 1 * * ® 8
Rural Electrification and
Telecommunications loans ........... ~1 -1 -1 -1 -1 -1 -1 -1 -1 -1 -8
Commodity Credit Corporation 1 1 2 ~* -1 -2 -2 -2 -1 -2 -8
Crop INSUTaNnCe ..oerveveres . —4 1 —* - % ~* -1 -1 -1 -1 —4
Medicaid 2 - 1 -2 —4 * 1 1 2 2 1
Other programs® -13 ] 2 -1 -2 1 -1 -2 -1 -* ~10
Net interest? ... -7 8T 56 64 71 77 83 -89 04 -98 -~102 -304 -770
Subtotal, reestimates ~76__ 75 -~107 131 134 139 141 145 143 151 152 -586-1319
Total change in outlays ... ~76  ~74 -106 -131 -13¢ -139 -141 -~145 -143 -151 -152 ~584-1,317
Mid i imat 3,876 4,073 4,246 4,613 4,746 4,986 5,274 5480 5,684 6,001 6,310
*$500 million or less.
*Includes change in allowance for future disaster costs,
?Includes debt service on all reestimates.
Rural Electrification and Tel uni- Ci dity Credit Corporation. Outlays

cations loans. Outlays for rural electrification
and telecommunications loan programs decrease
by $1 billion in 2016 and by an additional $8 bil-
lion from 2017 to 2026 due to technical factors.
The decrease from the Budget is primarily due
to higher-than-anticipated Cushion of Credit de-
posits received from borrowers and lower-than-
expected loan payments by borrowers.

for the Commodity Credit Corporation increase
by $1 billion in 2016 and decrease by $8 billion
from 2017 to 2026 due to a number of techni-
cal factors. A reduction in the price of corn and
wheat since the Budget lead to higher-than-ex-
pected commodity payments in 2017 and 2018,
but lower-than-expected payments from 2019
to 2026. Due to the lower price guarantee, com-
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modity program participation is also lower than
expected after 2019. Partially offsetting these
decreases are increases in the livestock disaster
program due to adverse weather conditions, and
increases in the Conservation Reserve Program
due to the lower commodity prices.

Crop insurance. Outlays for crop insur-
ance decrease by $4 billion in 2016 and by an
additional $4 billion from 2017 to 2026 due
to technical factors. The decrease in the cur-
rent year is primarily due to a lower loss-ratio
through May 2015 reflecting a favorable grow-
ing season for the crops covered by the Risk
Management Agency. In addition, advances in
agriculture production such as drought-resis-
tant seed technology have lowered losses for
some commodities even when there are less fa-
vorable conditions. The outyear decreases are
due to lower-than-expected participation in re-
cently enacted Farm Bill programs as well as
projected decreases in commodity prices pro-
vided by the U.S. Department of Agriculture’s
World Agriculture Outlook Board in May 2016.

Medicaid. Economic and technical revi-
sions increase projected Federal outlays for

Medicaid by $2 billion in 2016 relative to the
Budget estimates, and further increase out-
lays by $1 billion from 2017 to 2026 due to
higher-than-expected State spending partially
offset by a reduction in projected outlays due
to economic factors and a lower projected cost
of the Budget proposals.

Net interest. Excluding the debt service
associated with enacted legislation and policy
changes, outlays for net interest are projected
to decrease by $7 billion in 2016 and by $770
billion over the next 10 years. The majority
of the reduction, $547 billion, is the result of
revised economic assumptions, including low-
er projections for Treasury interest rates and
lower growth in the CPL. Technical revisions
of $70 billion are primarily due to updating for
actual issuance through May for marketable
and nonmarketable securities and through
March for other actuals, as well as revised pro-
jections of marketable financing assumptions,
issuance of nonmarketable securities, other
means of financing, and other factors. Debt
service on all economic and technical changes
in receipts and outlays compared to the Budget
reduces interest outlays by $152 billion.
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